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IBL Bancorp, Inc.
23910 Railroad Ave.
Plagquemine, LA 70764

To Our Stockholders:

We are delighted to present this annual report for December 31, 2001 to the
stockholders of IBL Bancorp, Inc. We are pleased with the progress and profitability that
we achieved during the year 2001.

Loan demand has increased in 2001 and we hope to continue to expand our loan
portfolio. We plan to take advantage of the opportunities afforded us in this very
competitive marketplace.

We are confident of the Association s sound financial condition and look forward
to the future with optimism and energy. We appreciate your investment in the Company
and invite your continued support of the Association.

At the annual meeting, you will be asked to adopt a merger agreement which
provides for the merger of IBL Bancorp, Inc. and a subsidiary of Shay Investment
Services, Inc. If the merger is completed, you will be entitled to receive a cash payment
of $24.00 for each share of IBL Bancorp stock that you own. Upon completion of the
merger, you will not own any stock or other interest in IBL Bancorp, nor will you
receive, as a result of the merger, any stock of Shay Investment Services, Inc.

Your Board of Directors has unanimously approved the merger agreement and
recommends that you vote FOR adoption of the merger agreement and the transactions
contemplated by it because the board believes it to be in the best interest of our
stockholders.

Sincerely,

A Syl L f-

G. Lloyd Bbuchereau, Jr.
President & CEO




IBL BANCORP, INC,
IBERVILLE BUILDING & LOAN ASSOCIATION

IBL BANCORP, INC. (*“our holding company” or the “Company”) was incorporated under the laws
of the State of Louisiana in 1998 to serve as the holding company for Iberville Building & Loan Association
(the “*Association”) following our conversion from mutual to stock form (the “Conversion”). The Company
and the Association are collectively referred to as “us,” “we,” etc. On September 30, 1998, we
consummated the Conversion, and the Company completed its offering of Common Stock through the sale
and issuance of 210,870 shares of common stock at a price of $10.00 per share, realizing gross proceeds of
$2.1 million. The Company purchased all of the capital stock of the Association in exchange for 50% of the
net Conversion proceeds. Prior to September 30, 1998, the Company had no material assets or liabilities
and engaged in no business activities. Accordingly, the information set forth in this report, including the
audited Consolidated Financial Statements and related data, relates primarily to the Association.

Our holding company’s executive offices are located at 23910 Railroad Avenue, Plaquemine,
Louisiana 70764, and its telephone number is (225) 687-6337.

IBERVILLE BUILDING & LOAN ASSOCIATION. The Association was organized as a state
chartered mutual savings institution in 1915. We currently operate through one full service banking office
located in Plaquemine, Louisiana. At December 31, 2001, we had total assets of $32.6 million, deposits of
$26.1 million and stockholders’ equity of $3.3 million or 10.1% of total assets.

We attract deposits from the general public and invest those funds in loans secured by first
mortgages on owner-occupied single-family residences, commercial real estate loans and consumer loans.
We also maintain an investment portfolio, primarily of mortgage-backed securities issued by the Federal
Home Loan Mortgage Corporation (“FHLMC”) or the Federal National Mortgage Association (“FNMA™)
and obligations of the federal government and agencies.

We derive our income principally from interest earned on loans, investment securities and other
interest-earning assets. Our principal expenses are interest expense on deposits and noninterest expenses
such as employee compensation, deposit insurance and miscellaneous other expenses. Funds for our
activities are provided principally by deposit growth, repayments of outstanding loans and investment
securities, other operating revenues and advances from the Federal Home Loan Bank of Dallas.

As a state chartered savings institution, we are subject to extensive regulation by the Office of
Financial Institutions, State of Louisiana (“OFI”) and by the Office of Thrift Supervision (“OTS”). Our
lending activities and other investments must comply with state and federal regulatory requirements, and
these regulatory agencies periodically examine us for compliance with various regulatory requirements.
The Federal Deposit Insurance Corporation (“FDIC”) also has the authority to conduct special
examinations. We must also file reports with the OTS describing our activities and financial condition and
are subject to certain monetary reserve requirements promulgated by the Board of Governors of the Federal
Reserve System.




MARKET FOR COMMON STOCK
AND RELATED STOCKHOLDER MATTERS

Market for Common Stock. The Company’s common stock was first quoted and began trading on
the Nasdaq Small Cap Market System on October 1, 1998, under the symbol “IBLB”. At that date there
were 210,870 shares of the Company’s common stock outstanding, and there were approximately 222
record holders of the Company’s common stock. At December 31, 2001 there were approximately 181
stockholders of the Company’s common stock. Due to the relatively small size of the offering and small
number of stockholders, there was only limited trading activity in 2001. There were eleven known trades in
2001, the lowest of which was at $10.75 per share and the highest was at $12.50 per share.

The payment of dividends on the common stock is subject to determination and declaration by the
Board of Directors of our holding company. The Company’s first four quarterly cash dividends were paid at
a rate of $0.15 per share per annum with the first quarterly dividend paid in January 1999. The Company’s
second four quarterly cash dividends were paid in 2000 at a rate of $0.17 per share per annum. The
Company’s third four quarterly cash dividends were paid at a rate of $0.20 per share per annum. The Board
of Directors intends to pay quarterly cash dividends at a rate of $0.23 per share per annum commencing
with the Company’s thirteenth dividend paid in January 2002. The payment of future dividends will be
subject to the requirements of applicable law and the determination by our holding company’s Board of
Directors that our net income, capital and financial condition, thrift industry trends and general economic
conditions justify the payment of dividends, and we cannot assure you that dividends will continue to be
paid in the future.




SELECTED FINANCIAL AND OTHER DATA

Selected Financial Condition and Other Data:

Total assets

Cash and cash equivalents

Time deposits

Investment securities:
Available for sale
Held to maturity

Loans receivable net

Real estate owned, net

Deposits

Borrowings

Total stockholders equity

Full service offices

Selected Operating Datas:

Interest income

Interest expense

Net interest income before
provision for loan losses

Provision for loan losses

Net interest income after
provision for loan losses

Non-interest income

Non-interest expense

Income before income taxes

Income taxes

Net income

Other comprehensive income (loss), net

Comprehensive income

At December 31,
2001 2000 1999
(Dollars in thousands)
$33,134 $32,257 $28,776
2,379 1,668 2,892
905 1,103 1,101
6,786 6,234 3,732
1,684 2,068 2,372
20,799 20,670 18,143
25,800 24,567 22,884
3,099 3,697 2,300
4,124 3,812 3,504
1 1 1

Year Ended December 31,

2001 2000 199

(Dollars in thousands)

$2,459 $2,283 $1,886
1,256 1,173 953
1,203 1,110 933
_7 4 9
1,196 1,106 924
111 97 97
886 759 744
421 444 277
142 147 _93
279 297 184
_27 _24 4)
$306 $321 $180



Selected Ratios

Performance Ratios:
Return on average assets (net income
divided by average total assets).............
Return on average equity (net income
divided by average equity) .................
Interest rate spread (average yield on assets
minus average rate on liabilities)...........
Net interest margin (net interest income
divided by average interest-earning assets)
Ratio of average interest-earning assets
to average interest-bearing liabilities. .....
Ratio of non-interest expense to average
total assets. . ..iiviiiii
Efficiency ratio (non-interest expense
divided by total of net interest income
and non-interest iNCOMe).................v.n.
Dividend pay out ratio (dividends paid during
the year divided by net income)................

Asset Quality Ratios:
Non-performing assets to total assets at
end of period...............c
Non-performing loans to total loans at
end of period..............oiii
Allowance for loan losses to total loans
atend of period...................ol
Allowance for loan losses to non-performing
loans at end of period.....................
Provision for loan Josses to total loans....
Net charge-offs to average loans
outstanding.............coooiiiiiiiiii..

At or for the

Year Ended December 31,
2001 2000 1999
0.85% 0.97% 0.68%
7.14 8.44 5.41
3.23 3.22 3.09
3.74 3.70 3.54

112.89 112.52 112.24
2.71 2.49 2.74
67.43 62.88 72.21
15.77 11.78 17.39
0.68 1.22 0.41
1.00 1.78 0.62
1.72 1.80 2.19
171.56 100.76 341.18
0.03 0.02 0.05
0.08 0.07 0.08




MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Our principal business consists of attracting deposits from the general public and investing those
funds in loans secured by one-to four-family residential properties located in our primary market area,
which consists of mainly Iberville and West Baton Rouge Parishes. We also originate consumer loans, a
limited amount of commercial real estate loans and maintain a portfolio of investment securities. Cur
investment securities portfolio consists of U.S. Treasury notes, U.S. government agency securities and
mortgage-backed securities which are guaranteed as to principal and interest by the FHLMC, FNMA or
other governmental agencies. We also maintain an investment in Federal Home Loan Bank of Dallas
common stock.

Our net income primarily depends on our net interest income, which is the difference between
interest income earned on loans and investment securities and interest paid on customers’ deposits and
borrowings. Qur net income is also affected by non-interest income, such as service charges on customers’
deposit accounts, loan service charges and other fees, and by non-interest expense, primarily consisting of
compensation expense, deposit insurance and other expenses incidental to our operations.

Our operations and those of the thrift industry as a whole are significantly affected by prevailing
economic conditions, competition and the monetary and fiscal policies of governmental agencies. Our
lending activities are influenced by demand for and supply of housing and competition among lenders and
the level of interest rates in our market area. Our deposit flows and costs of funds are influenced by
prevailing market rates of interest, primarily on competing investments, account maturities and the levels of
personal income and savings in our market area.

This Annual Report includes statements that may constitute forward-looking statements, usually
containing the words “believe,” “estimate,” Y
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project,” “expect,” “intend” or similar expressions. These
statements are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act
of 1995. Forward-looking statements inherently involve risks and uncertainties that could cause actual
results to differ materially from those reflected in the forward-looking statements. Factors that could cause
future results to vary from current expectations include, but are not limited to, the following: changes in
economic conditions (both generally and more specifically in the markets in which we operate); changes in
interest rates, deposit flows, loan demand, real estate values and competition; changes in accounting
principles, policies or guidelines and in government legislation and regulation {which change from time to
time and over which we have no control); and other risks detailed in this Annual Report and in our other
Securities and Exchange Commission filings. Readers are cautioned not to place undue reliance on these
forward-looking statements, which reflect our analysis only as of the date hereof. We undertake no
obligation to publicly revise these forward-looking statements to reflect events or circumstances that arise
after the date hereof.




Asset/Liability Management

Net interest income, the primary component of our net income, is determined by the difference or
“spread” between the yield earned on our interest-earning assets and the rates paid on our interest-bearing
liabilities, and the relative amounts of such assets and liabilities. Key components of an asset/liability
strategy are the monitoring and managing of interest rate sensitivity on both the interest-earning assets and
interest-bearing liabilities. The matching of our assets and liabilities may be analyzed by examining the
extent to which our assets and liabilities are interest rate sensitive and by monitoring the expected effects of
interest rate changes on our net portfolio value.

An asset or liability is interest rate sensitive within a specific time period if it will mature or reprice
within that time period. If our assets mature or reprice more quickly or to a greater extent than our
liabilities, our net portfolio value and net interest income would tend to increase during periods of rising
interest rates but decrease during periods of falling interest rates. If our assets mature or reprice more
slowly or to a lesser extent than our liabilities, our net portfolio value and net interest income would tend to
decrease during periods of rising interest rates but increase during periods of falling interest rates. Our
policy has been to mitigate the interest rate risk inherent in the traditional savings institution business of
originating long-term loans funded by short-term deposits by pursuing the following strategies: (1) we have
historically maintained liquidity and capital levels to compensate for unfavorable movements in market
interest rates; and (2) in order to mitigate the adverse effect of interest rate risk on future operations, we
emphasize the origination of adjustable-rate mortgage loans and shorter term consumer loans and the
purchase of adjustable-rate mortgage-backed securities.

The OTS requires us to measure our interest rate risk by computing estimated changes in the net
portfolio value (“NPV”) of our cash flows from assets, liabilities and off-balance sheet items in the event of
arange of assumed changes in market interest rates. These computations estimate the effect on our NPV of
sudden and sustained 1% to 3% increases and decreases in market interest rates. Our Board of Directors has
adopted an interest rate risk policy which establishes maximum decreases in our estimated NPV in the event
of 1%, 2% and 3% increases and decreases in market interest rates, respectively. Under OTS regulations, an
institution with a greater than “normal” level of interest rate risk will be subject to a deduction of its interest
rate risk component from total capital for purposes of calculating the risk-based capital requirement,
although the OTS has indicated that no institution will be required to deduct capital for interest rate risk
until further notice. An institution with a greater than “normal” interest rate risk is defined as an institution
that would suffer a loss of net portfolio value (“NPV”) exceeding 2.0% of the estimated market value of its
assets in the event of a 200 basis point increase or decrease in interest rates. NPV is the difference between
incoming and outgoing discounted cash flows from assets, liabilities, and off-balance sheet contracts. A
resulting change in NPV of more than 2% of estimated market value of an institution’s assets will require
the institution to deduct from its risk-based capital 50% of that excess change. The rule provides that the
OTS will calculate the interest rate risk component quarterly for each institution. In March 2001, the OTS
issued a notice of proposed rulemaking to eliminate this interest rate risk deduction. The OTS proposes to
instead rely upon a requirement that each savings institution adopt interest rate risk management procedures,
and a separate provision that includes interest rate risk among the factors to be considered in establishing
individual minimum capital requirements. Because a 200 basis point increase or decrease in interest rates
would not have resulted in the Association’s NPV declining by more than 200 basis points of the estimated
market value of the Association’s assets as of December 31, 2001, the Association would not have been
subject to any capital deductions if the regulation had been effective for such date.




The following table presents the Association’s NPV as of December 31, 2001 as calculated by the
OTS, based on information provided to the OTS by the Association:

Net Portfolio Value NPV as % of Portfolio  Change in NPV as % of
Change in Rates(1) $ Amount § Change % Change Value of Assets  Portfolio Value of Assets(2)
(Dollars in Thousands)

+300 bp 33,689 $ (205) (5) % 1127 % (41) %
+200 bp 3,774 (120) 3) 11.45 (.22)
+100 bp 3,832 (62) (2) 11.56 (.12)

Obp 3,894 - - 11.67 -
-100 bp 3,978 84 2 11.84 17

(1) Beginning with the September 2001 cycle the -300 basis points change was no longer provided in this report. Beginning with
the December 2001 cycle the -200 basis points change is no longer provided in this report.

(2) Based on the portfolio value of the Association’s assets assuming no change in interest rates.

As with any method of measuring interest rate risk, certain shortcomings are inherent in the method
of analysis presented in the foregoing table. For example, although certain assets and liabilities may have
similar maturities or periods to repricing, they may react in different degrees to changes in market interest
rates. Also, the interest rates on certain types of assets and liabilities may fluctuate in advance of changes in
market interest rates, while interest rates on other types may lag behind changes in market rates.
Additionally, certain assets, such as adjustable-rate mortgage loans, have features which restrict changes in
interest rates on a short-term basis and over the life of the asset. Further, in the event of a change in interest
rates, expected rates of prepayments on loans and early withdrawals from certificates could deviate
significantly from those assumed in calculating the table.

Our Board of Directors is responsible for reviewing our asset and liability policies. On at least a
quarterly basis, the Board reviews interest rate risk and trends, as well as liquidity and capital ratios and
requirements. Our management is responsible for administering the policies and determinations of the
Board of Directors with respect to our asset and liability goals and strategies.

Average Balances, Net Interest Income and Average Yields

The following table sets forth information about our average interest-earning assets and interest-
bearing liabilities and reflects the average yield of interest-earning assets and the average cost of interest-
bearing liabilities for the periods and at the date indicated. Average balances are derived from month-end
balances. Investment securities include the aggregate of securities available for sale and held to maturity.
The average balance and average yield on investment securities is based on the fair value of securities
available for sale and the amortized cost of securities held to maturity. The average balance of loans
receivable includes delinquent loans, which are not considered significant. The average balance of
stockholders’ equity includes the net unrealized loss on available for sale securities. The following table
does not reflect any effect of income taxes.
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Rate/Volume Analysis. The following table describes the extent to which changes in interest rates
and changes in volume of interest-related assets and liabilities have affected our interest income and
expenses during the periods indicated. For each category of interest-earning assets and interest-bearing
liabilities, information is provided on changes attributable to (1) changes in volume (change in volume
multiplied by prior year rate) and (2) changes in rate (change in rate multiplied by prior year volume). The
combined effect of changes in both rate and volume has been allocated proportionately to the change due to
rate and the change due to volume.

IBL Bancorp, Inc.
Rate - Volume Analysis

Year Ended Year Ended
December 31, 2001 vs. 2000 December 31, 2000 vs. 1999
Increase / (Decrease) Total Increase / (Decrease) Total
Due to Increase Dueto Increase
Rate Volume {Decrease) Rate Volume (Decrease)
(Dollars in Thousands)
Interest-earning Assets:
Loans receivable $ 62 $ 122§ 184 $ 59 $ 132 % 191
Mortgage-backed securities 17) 47 30 36 186 222
FHLB stock and other investment securities (8) 21 13 5 3 8
Interest-bearing deposits (32) (19) (51) 26 (50) (24)
Total interest-earning assets 5 171 176 126 271 397
[nterest-bearing Liabilities:
Deposits 35 60 95 42 57 9
FHLB advances (38) 26 (12) 19 102 121
Total interest-bearing liabilities (3) 86 83 61 159 220
Increase in net interest income $ 8 $ 8 & 93 $ 65 % 112§ 177
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Comparison of Financial Condition at December 31, 2001 and December 31, 2000

Total assets increased $876,000, or 2.7%, from $32.3 million at December 31, 2000 to $33.1 million
at December 31, 2001.

Loans receivable increased by approximately $119,000 or 0.6% from December 31, 2000 to
December 31, 2001 as originations exceeded repayments for the period. The increase in loans receivable in
2001 was primarily caused by increases in our consumer and commercial real estate loans.

Investment securities increased from December 31, 2000 to December 31, 2001 by $167,000 or
2.0%. During the year we purchased $3.1 million of investment securities, and we received $2.9 million of
principal payments on our investment securities in 2001. At December 31, 2001, mortgage-backed
securities 1n the amount of $8.1 million made up the majority of the Company’s $8.5 million in investment
securities. The remaining 0.4 million in investment securities is composed of a government obligation in
the form of a Small Business Association security and a FHLB note.

Total deposits increased by $1.2 million or 5.0% from $24.6 million at December 31, 2000 to $25.8
million at December 31, 2001. The increase was primarily due to increases in both passbook saving and
NOW accounts.

Our total stockholders’ equity increased $312,000 from $3,812,000 at December 31, 2000 to
$4,124,000 at December 31, 2001. Net income of $280,000, an increase of $27,000 in unearned gains on
available-for-sale investment securities, a $26,000 decrease in unearned RRP shares, a $17,000 decrease in
unearned ESOP shares, which caused a $3,000 inc¢rease in retained earnings substantially restricted, and a
$3,000 increase in additional paid-in capital increased stockholders equity during the period. These factors
were partially offset by the payment of four quarterly dividends totaling $44,000.

Comparison of Resuilts of Operations for the Years Ended December 31, 2001, 2000 and 1999

Net income was $280,000 for the year ended December 31, 2001 compared to $297,000 for 2000
and $184,000 for 1999. The decrease in net income in 2001 from 2000 was primarily attributable to an
increase of $127,000 in non-interest expense over that same period. Net income for 2001 resulted in a
return on average assets of .85% compared to .97% and .68% for 2000 and 1999, respectively.

Interest Income: Interest income totaled $2.5 million, $2.3 million and $1.9 million for 2001, 2000
and 1999, respectively. The increase in total interest income in 2001 was primarily due to increases in
interest-earning assets funded by increased deposits. The average balance of interest-earning assets
increased $2.2 million in 2001 and $3.6 million in 2000. The average yield on interest-earning assets in
1999 was 7.15%, increasing in 2000 to 7.62% and then increasing in 2001 to 7.64%. The increased yields
on assets in 2001 were primarily due to higher yields on our adjustable-rate mortgage loans.

Our primary source of interest income for the three-year period ended December 31, 2001 was from
loans receivable. Interest income from loans receivable was $1.8 million, $1.6 million and $1.4 million for
2001, 2000 and 1999, respectively. The average balances of loans receivable also increased during the
period with a $1.4 million increase in 2001, a $1.6 million increase in 2000 and a $1.5 million increase in
1999 due to increased loan demand in our market area.
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Interest income on investment securities increased in 2001 by $51,000 due to an increase in average
balances of $1.1 million partially offset by a decrease in the average rate paid. Of this $51,000 increase in
interest income, $30,000 is from mortgage-backed securities due to an increase in average balances partially
offset by a decrease in average the rate paid. The remaining $21,000 of the increase is from the SBA
security and FHLB note. Interest income on investment securities increased in 2000 by $222,000 due to an
increase in average balances of $2.9 million and an increase in the average rate paid. These increases in
interest income were offset by a decrease in interest income on deposits in 2001 by $51,000 due to a
decrease in average balances of $366,000 and a decrease in the average rate paid. The increases in interest
income were further offset by a $8,000 decrease in interest income on FHLB stock due to a decrease in the
average rate paid.

Interest Expense: Interest on deposits increased by $95,000 or 9.5% in 2001 after increasing by
$99,000 or 11.0% in 2000 compared to the respective prior periods. The increase in 2001 was due tc a $1.4
million or 5.8% increase in the average balances of deposits and an increase in the average rates paid from
4.21% in 2000 to 4.36% in 2001. The higher rate was mainly due to the average balance of higher rate
certificates of deposit increasing in 2001, while the lower rate passbock and NOW accounts declined.

Interest on advances from the Federal Home Loan Bank decreased by $12,000 or 6.8% in 2001 over
2000 due to declining interest rates charged on these advances. Interest on advances from Federal Home
Loan Bank increased $121,000 or 245% in 2000 over 1999, due to the fact the Association utilized more
advances in 2000 to purchase investment securities.

Net Interest Income: Net interest income was $1.2 million, $1.1 million and $933,000 for 2001,
2000 and 1999, respectively. The increases in net interest income reflect increases in average interest-
earning assets over average interest-bearing liabilities each year. Average interest rate spread increased from
3.09% in 1999 to 3.22% in 2000 and 3.23% in 2001. Our net interest margin was 3.74%, 3.70% and 3.54%
for 2001, 2000 and 1999.

Provisions for Loan Losses: We use historical loss ratios to estimate the portion of the allowance for
loan losses associated with performing loans. Non-performing assets dropped $168,000, from $393,000 at
December 31, 2000 to $225,000 at December 31, 2001. The provision for loan losses increased by $3,000
in 2001, while our allowance for loan losses decreased to $386,000 or 1.7% of the loan portfolio during the
same period. In 2000, the provision for loan losses was $4,000, which decreased our allowance for loan
losses to $396,000 or 1.9% of the loan portfolio. In 1999, the provision for loan losses was $9,000, which
decreased our allowance for loan losses to $406,000 or 2.2% of the loan portfolio. With non-performing
assets at December 31, 2001, 2000 and 1999 being $225,000, $393,000 and $119,000, our analysis of the
allowance for loan losses led to the conclusion that the allowance for loan losses was sufficient to cover the
modest charge offs and the current asset quality of the loan portfolic.

Non-interest Income: Non-interest income for 2001, 2000 and 1999 was $111,000, $97,000 and
$97,000, respectively. Non-interest income consisted primarily of customer service fees related to
customers’ deposit accounts and loan service charges.

Non-interest Expense: Non-interest expense for 2001, 2000 and 1999 was $886,000, $759,000 and
$744,000, respectively. The increase of $127,000 or 16.7% in non-interest expense in 2001 over 2000 was
primarily due to an increase in compensation and benefits, legal and other professional, data processing,
office supplies and postage, furniture and equipment, other general and administrative and other taxes.
Compensation and benefits increased by $54,000 primarily due to an increase in staff and an increase in
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director fees. Legal and other professional increased $22,000 due to legal and accounting fees incurred in
the daily operation of the Company and the preparation of our SEC reports. Data processing increased by
$19,000 primarily caused by an increase in the cost of our third party data processor. Non-interest expense
increased further in 2001 due to a $12,000 loss on sale of foreclosed asset and increases of $7,000 in office
supplies and postage, $6,000 in furniture and equipment, $4,000 in other and general administrative and
$3,000 in other taxes. The increase in non-interest expense in 2000 was primarily due to an increase in
compensation and benefits, other general and administrative, advertising, and office supplies and postage.

Cur operating efficiency, measured by our efficiency ratio (non-interest expense divided by the total
of net interest income and non-interest income was 67.4%, 62.9%, and 72.2% for 2001, 2000 and 1999,
respectively. The higher ratio for 2001 is primarily due to the increased non-interest expense. The ratios of
non-interest expense to average total assets were 2.7%, 2.5% and 2.7% for 2001, 2000, and 1999,
respectively. ‘

Income Taxes: Our effective tax rate was 34%, 33% and 34% for 2001, 2000 and 1999,
respectively. See Note J of the Notes to Consolidated Financial Statements.

Seurces of Capital and Liguidity

We have historically maintained substantial levels of capital. The assessment of capital adequacy
depends on several factors, including asset quality, earnings trends, liquidity and economic conditions. We
seek to maintain high levels of regulatory capital to give us maximum flexibility in the changing regulatory
environment and to respond to changes in market and economic conditions. These levels of capital have
been achieved through consistent eamings enhanced by low levels of non-interest expense and have been
maintained at those high levels as a result of our policy of moderate growth generally confined to our
market area. At December 31, 2001, we exceeded all current regulatory capital requirements and met the
definition of a “well-capitalized” institution. See Note Q of the Notes to Consolidated Financial Statements.

The primary business of our holding company is holding the stock of the Association. The net
proceeds of the Conversion retained by our holding company on September 30, 1998 have provided
sufficient funds for the Company’s operations. Our holding company’s primary sources of liquidity in the
future will be dividends paid by the Association, repayment of the ESOP loan and income from investments
in securities and other financial institutions. We are subject to certain regulatory limitations with respect to
the payment of dividends to our holding company.

In 2001, the OTS deleted the requirement that each savings institution maintain an average daily
balance of liquid assets of at least 4% of its liquidity base. The OTS now requires savings institutions to
maintain sufficient liquidity to ensure their safe and sound operation. We seck to maintain a relatively high
level of liquidity in order to retain flexibility in terms of lending and investment opportunities and deposit
pricing, and in order to meet funding needs of deposit outflows and loan commitments. Historically, we
have been able to meet our liquidity demands through internal sources of funding.

Deposits are our primary source of funds for lending and other investment purposes. In addition to
deposits, we derive funds from the payment of principal and interest on loans and investment securities.
While scheduled principal and interest payments on loans and investment securities are a relatively
predictable source of funds, deposit flows and loan and investment securities prepayments are greatly
influenced by general interest rates, economic conditions, competition and other factors. We do not solicit
deposits outside of our market area through brokers or other financial institutions.
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We have also designated certain securities as available for sale in order to meet liquidity demands.
At December 31, 2001, we had designated securities with a fair value of $6.8 million as available for sale.
In addition to internal sources of funding, we are a member of the Federal Home Loan Bank of Dallas and
have substantial borrowing authority with the Federal Home Loan Bank of Dallas. At December 31, 2001,
we could obtain up to $15.0 million in FHLB advances, and we had $3.1 million of FHLB advances
outstanding on that date. Our use of a particular source of funds is based on need, comparative total costs
and availability.

At December 31, 2001, we had outstanding approximately $651,000 in commitments to originate
loans and unused lines of credit. At the same date, the total amount of certificates of deposit which were
scheduled to mature in one year or less was $12.8 million. We anticipate that we will have resources to
meet our current commitments through internal funding sources described above. Historically, we have
been able to retain a significant amount of our deposits as they mature.

Impact of Inflation and Changing Prices

The financial statements and related notes appearing elsewhere in this report have been prepared in
accordance with generally accepted accounting principles, which require the measurement of financial
position and operating results in terms of historical dollars without considering the change in the relative
purchasing power of money over time due to inflation. Virtually all of our assets and liabilities are
monetary. As a result, changes in interest rates have a greater impact on our performance than do the effects
of general levels of inflation. Interest rates do not necessarily move in the same direction or to the same
extent as the prices of goods and services.

Impact of New Accounting Standards

The following are recently issued accounting standards which we have yet to adopt. For information
about recent accounting standards which we have adopted, see Note W of the Notes to Ccnsclidated
Financial Statements.

The provisions of Statement of Financial Accounting Standards No. 142 (SFAS 142), Goodwill and
Other Intangible Assets, shall be applied in fiscal years beginning after December 15, 2001. This statement
addresses financial accounting and reporting for acquired goodwill and other intangible assets and
supersedes APB Opinion No. 17, Intangible Assets. It addresses how intangible assets that are acquired
individually or with a group of other assets (but not those acquired in a business combination) should be
accounted for in financial statements upon their acquisition. This Statement aiso addresses how goodwill
and other intangible assets should be accounted for after they have been initially recognized in the financial
statements. The provisions of this Statement are not expected to have a material effect on our consolidated
financial position or our consolidated results of operations.

Statement of Financial Accounting Standards No. 143 (SFAS 143), Accounting for Asset Retirement
Obligations, is effective for financial statements issued for fiscal years beginning after June 30, 2002. This
Statement amends FASB Statement No. 19 Financial Accounting and Reporting by Qil and Gas Producing
Companies. It addresses financial accounting and reporting for obligations associated with the retirement cf
tangible long-lived assets and the associated asset retirement costs. It applies to legal obligations asscciated
with the retirement of long-lived assets that result from the acquisition, construction, development and (or)
the normal operation of a long-lived asset. This Statement will not materially affect our consclidated
financial position or our consolidated results of operations.
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Statement of Financial Accounting Standards No. 144 (SFAS 144), Accounting for the Impairment
or Disposal of Long-Lived Assets, is effective for financial statements issued for fiscal years beginning
after December 15, 2001. This Statement supersedes FASB Statement No. 121, Accounting for the
Impairment of Long-Lived Assets to be Disposed Of, and the accounting and reporting provisions of
APB Opinion No. 30, Reporting the Results of Operations - Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions, for the disposal of a segment of a business. This statement also amends ARB No. 51,
Consolidated Financial Statements, to eliminate the exception to consolidation for a subsidiary for which
control is hikely to be temporary. This Statement addresses financial accounting and reporting for the
impairment or disposal of long-lived assets. This Statement will not materially affect our consolidated
financial position or our consolidated results of operations.
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INDEPENDENT AUDITOR’S REPORT

Shareholders and Directors
IBL Bancorp, Inc.

We have audited the accompanying consolidated statements of financial condition of IBL Bancorp, Inc. and
its wholly-owned subsidiary, The Iberville Building and Loan Association, as of December 31, 2001 and
2000, and the related consolidated statements of income and comprehensive income, changes in sharehold-
ers’equity, and cash flows for the years then ended. These financial statements are the responsibility of the
Bancorp’s management. Qur responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluat-
ing the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consoli-
dated financial position of IBL Bancorp, Inc. and its wholly-owned subsidiary, The Iberville Building and
Loan Association as of December 31, 2001 and 2000, and the results of their operations and their cash flows
for the years then ended in conformity with accounting principles generally accepted in the United States
of America.

. Lo @é L LA

anuary 15, 2002
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IBL BANCORP, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

December 31, 2001 and 2000

ASSETS

Cash and amounts due from depository institUtions .........cco.ccveeevreiervicrercninns

Interest-bearing deposits in Other INSHUIUHONS ......cocvrvvivererree e
TOtAl CASN ... e

TIME QEPOSILS. c.ueitiiieie ettt sttt ettt e et e st e e anee e

Investment securities

Held to maturity (estimated market value $1,714,586 and $2,068,676)............

Available-for-sale (amortized cost $6,716,085 and $6,205,163)......ccoccecreeee

Total INVESIMENT SECUITIIES ...uvviiieiiereirtireee e e tree e e s seereeeeeessetreraeseeseaeens

L0ans receivable, NEt........ooiiiiiiii ettt r e
Premises and eQUIPIMENT, NEL .....cccvivieiiieiiierenreseere s streseersesraeestrassaessnens
Federal Home Loan Bank stock, at COSt.....civiiiiiiiiiiiiiieie et eeer e ereesaiee s
Accrued Interest 1eCeIVADIE......ooiviiiiivee et cr e
T BSSLES..ueiiieiii e cie sttt er e sttt st s e bt e bt e sreetb e et e s sae s sbeesbseneasenneea

LIABILITIES AND STOCKHOLDERS’ EQUITY

DIEPOSIIS .ttt et ettt bttt ent et ne s

Advances from Federal Home Loan Bank...............ccooecevennene. e

Advances by borrowers for taxes and INSUrancCe............ccocevereerrrcriircerincnennnas

INCOME taXes PAYADIE ......iiiiiiii ittt e

Other liabilities and deferrals.........cccoviioiereiiii i e
Total HabIlItIES ...vveveieeeiciece et e

Commitments and contingencies

Preferred stock - $.01 par, 2,000,000 shares authorized........cc.occoveveveviccnnne
Common stock - $.01 par, 5,000,000 shares authorized, 210,870 shares
issued
Additional paid-in CapItal .......ccoviveiiiioii e
Uneamned ESOP Shares........cccoviiieiie it
Uneamed RRP Shares ........c.oocoioiiiinin it
Retained earnings - substantially restricted.......c..ooeveviiniiiennc e
Accumulated other comprehensive income
Total stockholders” BQUILY ......coivvvieiiierriecrieie e s e renereeae e e e e
Total liabilities and stockholders’ equity .......cccocovrvecirenineiiireeniennes

The accompanying notes are an integral part of these financial statements.
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2001 2000
$ 219,790 $ 166,845
2,159,131 1,500,837
2,378,921 1,667,682
905.000 1.103.000
1,683,662 2,068,115
6.786.016 6,234.114
8.469.678 8,302,229
21,185,209 21,065,939
386,317 395.880
20,798,892 20.670,059
145,368 133,198
225,100 208,300
173,973 150,183
36,748 22,543
$_33,133,680 §_32,257194

$ 25,800,378

§ 24,567,301

3,099,000 3,697,000
16,506 16,105
- 83,332
93.477 81,093
29.009.361 28.444.831
2,109 2,109
1,744,044 1,740,992
(113,865) (130,734)
(13,620) (39,302)
2,459,497 2,220,190
46,154 19,108
4124319 3.812.363

$__ 33,133,680

$_ 32,257,194




IBL BANCORP, INC.

CONSOLIDATED STATEMENTS OF INCOME

AND COMPREHENSIVE INCOME
Years ended December 31, 2001 and 2000

INTEREST INCOME

DDEPOSIES 1vriieeiurecirete ettt st e sie et et et en et sbeesresbere st eeee b eene b srssrasrbe s
Total INtErESt INCOIME....cccviiviiiieirrrieerrrisirestireess i ses e sase s sessnnsssnrassnes

INTEREST EXPENSE
Deposits

Interest-bearing demand deposit 2CCOUNLS ........cccooveveiienrenrcnienionenne,
Passbook savings aCCOUNLS .........ccvvmiiiineninninee e
Certificate of depoSit ACCOUNTS......cvcvuviiirereiiirreeiiesreereereeriesereseeenieees
Total interest on deposits........coveeiiviiiincinini
Advances from Federal Home Loan Bank.......ccccoveveivenieneinnciiine
Total INtETESt EXPENSE. . .eectriiiieiiiriieeieerrestbeeeeeseee st sene e eree e
Net INtEreSt INCOME ...vvverirreririerirrreniirrerversasistsriarssoiaessorassrraesas
Provision for 10SS€s 0N 10aNS.........ccevuireriiiievicinneeesenie e sne

NET INTEREST INCOME AFTER PROVISION FOR

LOSSES ON LOANS ...t

NON-INTEREST INCOME

NON-INTEREST EXPENSES

Compensation and benefits.........occiviversivvniereniis e
OCCUPATICY ..ottt et ne s
Furniture and equUipmMent. . ..ot e
Deposit INSUrance PremMilil.. ... e veeerereeeeneneeenresnerssiesessenesseressensens
Data PrOCESSING...c.vviiriirieiieeririreeerresineseet e e ressiresessbestaessnesseesaressneens
Legal and other professional..........c.ccciieciiniiiciiniinns
AQVEITISING .oviveiiriieinie s st e et sesais
Office supplies and POSLAZE ....cccvereirireririerieceree st
Other taxes — share tax asSeSSMENT ........cccvrrverriieenrrrieeieeerreerieeneeneee e
Other general and adminiStrative .........c.ccovveviirerisnenree s
Loss on sale of foreclosed asset..........coccieveiriinenniineinee s e

Total NON-INTETESt EXPEINISES .. .evrverrirereereeirerresriereesearersieseneesieess

Continued. . .
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— 95313

2,459,217

67,290
90,049
941.075
1,098,414
158.097
1,256,511

1,202,706

6,800

1,195,906

101,852

9,062

110,914

435,490
32,760
34,353

4,665
77,903
79,959
19,051
42,162
33,786

113,441

12,044

885614

200
1,632,503
487,789
16,739

145.996

2,283,027

131,234
94,084
777.708
1,003,026
169,559
1,172,585

1,110,442

4,067

1,106,375

82,023

14,648

96,671

381,950
32,212
28,612

4,824
58,771
58,447
18,629
35,301
31,052

109,215

759,013




INCOME BEFORE PROVISION FOR INCOME TAXES.................
PROVISICN FOR INCOME TAXES .......cooiiriniinenieee e
NET INCOME ...ttt eae v
Basic earnings per Share ........c.cocoveeiiininnineiceis e
Diluted earnings per Share ............ccccoviririeinininnr e
COMPREHENSIVE INCOME
NETIICOIME. ettt ettt ettt sb ettt e e sae e e r e
Other comprehensive income ‘
Unrealized holding gains on securities during the period........c.ccoceovevevnnens
Income tax expense related to unrealized holding gains..........ccovveevveenennn

Other comprehensive income, net of tax effects........c.cvcveiecinviniience v,

Comprehensive IMCOIME ......oviiieeerieriieiee et reesrr et ece e e seesresiee s

The accompanying notes are an integral part of these financial statements.

19

2001

000

421,206 444,033
141,699 147.216
279,507 296,817

1.43 1.55

1.30 1.52
279.507 296,817
40,980 36,035
(13.934) (12.252)
27,046 23,783
306,553 320,600
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IBL BANCORP, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2001 and 2000

2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES
INEEINCOIMIE c. vttt et et et sttt ettt b teeereebesanetbeses e e oras $ 279,507 S 296,817
Adjustments to reconcile net income to net cash provided by

operating activities:

JD57 03 <ot Y o) o B 24,095 22,334
Provision fOr J0amn 10SSES..........iiuiiioiiiiciie ettt str et e e ee et eree e e e eeneen 6,800 4,067
Loss on sale of forecloSed @SSetS ....uuiiiiiiiiie ettt s e 12,044 -
ESOP CONMTIBULION 1ottt sttt eb et sas et sresns 23,476 17,660
Release Of RRP SHATES ..oioveeeeiee vttt et eeee e e s e st e e e eeee e e e reeeseesenaees 25,682 25,682
Provision for deferred federal income tax benefit .......cc.oooveviviiiiniciee, (6,060) (8,677)
Amortization of net premium on investment and mortgage-backed
SECUTTEIES L.eiviiiiiieeiitrrrieeereeeeesees s e e eet s tteesereereeereeesn e eeseenreene e eerareessaannnnean 28,472 11,734
Net discount charged (received) on installment loans........c..cccooovevecieerrene e (69,414) 45,694
Net 10an fees deferTed ........ooooviiiiiieeeeee et 7,832 2,436
Deferred profit recognized on sale of real estate ...........covevvvereiineevrvesree e (112) (99)
Stock dividends from Federal Home Loan Bank .........cccccoceveevevvenicinennnnns (8,700) (14,800)
Net increase in interest receivable........oc.ocoiiiiiiiiirieeiiice e (35,809) (41,602)
Net increase in income taxes receivable........cccccceviiniiiinie e, (14,408) -
Net decrease (Increase) in Other @SSELS ..vi.iivviiiievirieiriiiiiiesresreerr e s e eeianes (845) - 67,016
Net increase (decrease) in interest payable........ccvvvviiiiiiniene e, (36,396) 43,885
Net increase (decrease) in income taxes payable.......c.occovvcvrencieccninreneeiienn, (83,332) 82,855
Net increase in other HabilitieS.......ccccvv i e 4,088 4,988
Total BAJUSIMENTS.....c.veiiiiii ettt (122,587) 263,173
Net cash provided by operating activities ...........cccccvrviiiienie e 156,920 559,990
CASH FLOWS FROM INVESTING ACTIVITIES
Net increase in 10ans reCeivable ........ocveciviiiiiieire e s (214,626) (2,578,926)
Purchases of securities available-for-sale ...........ccooviviieeecieiiiieei e (2,901,667) (3,408,739)
Principal payments received on securities available-for-sale.........cc.ccc.coennninn, 2,364,990 936,010
Purchases of securities held-to-maturity...........cocoeiieeeiiiiiniei e {200,000) (262,767)
Principal payments received on securities held-to-maturity .........ccocoeevniienneen 581,736 561,833
Purchase of municipal obliZation ........cccoeuivviiinreiic et e - (70,283)
Maturity of municipal OblIatioN. .....cocevviiiiiiiire e - 70,283
Purchase of FHLB StOCK ...vviiviiiiciiccieeecc e (8,100) (13,300)
Net proceeds from sale of foreclosed assets ........ccooceevviiiecireiieceiec e 140,550 -
Purchases of office property and eqUIPIMENt ........ocovveeiiiiiiiieiieieeeeeeeiee e (36,265) (1,284)
Certificates of deposits aCqQUITEd .......ccoevviiiiiii e - (300,000)
Maturity of certificates of dePosit......cveiciiiiiiiiiiiii e e 198,000 298,000
Net cash used in investing activities................ccccocivieiii i, (75.382) (4,.769,173)

Continued. . .
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001 2000
CASH FLOWS FROM FINANCING ACTIVITIES

Net increase in depoSit ACCOUNLS ...vevvrrrveririereireresirrseeessese s e seseesnenne $ 1,269,473  $ 1,639,023
Net increase in advances by borrowers for taxes and insurance.............c.couee.nu. 401 3,284
Cash dIVIAENdS ......eooviiiriieie ettt (42,173) (33,244)
Acquisition Of RRP SHares ......c.cccoiviiiiiniir st sr e sree s - (20,791)
Advances from Federal Home Loan Bank ..........cccoovvvviiieiii e 14,000,000 28,955,000
Repayment of Federal Home Loan Bank advances............cocceeveeeinnenvininncnnnenns (14,598.000) (27.558.000)
Net cash provided by financing activities...........c.ocvriivierenronenie s 629,701 2,985,272
NET INCREASE (DECREASE) IN CASH ......cocioiiiiiiieeenre e 711,239 (1,223,911)
Cash - beginning of YEar ....ccccooieiiiiiii e 1,667,682 2,891,593
Cash - eNd OF YEAT ....c.oiiiieiiiiiee e $ 2,378921 % 1,667,682

The accompanying notes are an integral part of these financial statements.
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IBL BANCORP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2001

SIGNIFICANT ACCOUNTING POLICIES

Nature of operations

IBL Bancorp, Inc.(Bancorp) was organized as a Louisiana corporation on June 16, 1998 for the pur-
pose of acquiring The Iberville Building and Loan Association (Association) as its sole wholly-
owned operating subsidiary. References herein to the Bancorp include the Association unless the
context indicates otherwise.

The Association is a state chartered financial institution whose deposits are insured by the Federal
Deposit Insurance Corporation (FDIC). It is subject to regulation of the FDIC, the Office of Thrift
Supervision, and the Office of Financial Institutions for the State of Louisiana. The Association pro-
vides a variety of banking services to individuals and businesses. Its primary deposit products are
demand deposits and certificates of deposit, and its primary lending products are real estate mortgage
loans. The Association primarily serves the parishes of Iberville and West Baton Rouge from its only
office location in Plaquemine, Louisiana.

Principles of consolidation

The accompanying consolidated financial statements include the accounts of the Bancorp and its
wholly-owned subsidiary, the Association. In consolidation, intercompany accounts and transactions
have been eliminated.

Basis of financial statement presentation

The accounting and reporting policies followed by the Bancorp and the Association are in accor-
dance with accounting principles generally accepted in the United States of America and conform
to general practices within the savings and loan industry. The more significant of the principles used
in preparing the financial statements are briefly described below.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the re-
porting period. Actual results could differ from those estimates.

Material estimates that are particularly susceptible to significant change relate to the determination
of the allowance for losses on loans and real estate owned. A majority of the Association's loan port-
folio consists of single-family residential loans in Iberville and West Baton Rouge parishes. The ul-
timate collectibility of a substantial portion of the Association's loan portfolio is susceptible to
changes in local economic conditions.

23




SIGNIFICANT ACCOUNTING POLICIES (Continued)

While management uses available information to recognize losses on loans, future additions to the
allowances may be necessary based on changes in local economic conditions. In addition, regulatory
agencies, as an integral part of their examination process, periodically review the Association's al-
lowances for losses on loans and foreclosed real estate. Such agencies may require the Association
to recognize additions to the allowances based on their judgments about information available to
them at the time of their examination. Because of these factors, management’s estimate of credit
losses inherent in the loan portfolio and the related allowance may change in the near term. How-
ever, the amount of the change that is reasonably possible cannot be estimated.

Investment securities

Trading securities - Debt securities and equity securities with readily determinable fair values that
are acquired with the intention of being resold in the near term are classified as trading securities and
are recorded at their fair values. Realized and unrealized gains and losses on trading account securi-
ties are recognized in current earnings. The Bancorp does not currently hold any securities for trad-
ing purposes.

Securities held-to-maturity - Debt securities which the Bancorp both positively intends and has the
ability to hold to maturity are reported at cost, adjusted for amortization of premiums and accretion
of discounts that are recognized in interest income using methods approximating the interest method
over the period to maturity.

Securities available-for-sale - Securities not meeting the criteria of either trading securities or secu-
rities held to maturity are classified as available for sale and carried at fair value.

Unrealized holding gains and losses for these securities are recognized, net of related tax effects, as
a separate component of comprehensive income and equity. Realized gains and losses on the sale
of securities available-for-sale are determined using the specific-identification method based on
original cost. The amortization of premiums and the accretion of discounts are recognized in interest
income using methods approximating the interest method over the period to maturity.

Declines in the fair value of individual held-to-maturity and available-for-sale securities below their
cost that are other than temporary result in write-downs of the individual securities to their fair value.
The related write-downs are included in earnings as realized losses.

Loans receivable
Loans receivable are stated at unpaid principal balances, less the allowance for loan losses, and net
deferred loan-origination fees.

Interest on consumer loans with maturities of sixty months or less made on a discount basis is recog-
nized and included in interest income using the sum-of-the-months-digits method over the term of
the loan which approximates the level-yield method. Interest on all other loans is accrued periodi-
cally based on the principal balance outstanding. Interest accrued on such loans but unpaid is in-
cluded in accrued interest receivable.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

When, in the judgement of management, collection of accrued interest on a loan becomes doubtful,
or when a loan becomes ninety days delinquent, further accrual of interest income is suspended and
the loan is placed on a non-accrual status. Interest accrued on such loans during the current year, but
uncollected, is reversed against operations. Subsequent payments are generally applied to reduce
the principal amount outstanding. '

Loans determined to be impaired under the provisions of Statement of Accounting Standards (SFAS)
No. 114, Accounting by Creditors for Impairment of a Loan and SFAS No. 118, Accounting by
Creditors for Impairment of a Loan — Income Recognition and Disclosures are carried at either the
discounted present value of expected future cash flows or the fair value of underlying collateral if
the loan is collateral dependent. A loan is considered impaired when it is probable that principal and
interest will not be collected under the terms of the loan. All nonaccrual loans are considered im-
paired. The provisions of SFAS Nos. 114 and 118 do not apply to large groups of smaller balance
homogeneous loans including certain smaller balance home equity and improvement loans and other
consumer loans that are collectively evaluated for impairment. Losses on impaired loans are in-
cluded in the allowance for loan losses.

Allowance for losses

It is the Bancorp's policy to provide a valuation allowance for estimated losses on loans. Various
factors including the composition of the loan portfolio, past loan loss experience, current economic
conditions and a specific provision for impaired loans provide a basis for management's determina-
tion of the amount of the valuation allowance for loan losses. Additions to the allowance are
charged against current operations. Loans or portions of loans, including impaired loans, deemed
to be uncollectible are charged off against the allowance for loan losses, and subsequent recoveries,
if any, are credited to the allowance.

Loan origination fees
Loan origination fees and certain direct costs of underwriting and closing loans are deferred and am-
ortized to income over the life of the related loans using the level yield method.

Real estate acquired in settlement of loans

Real estate acquired in settlement of loans is recorded at the lower of cost, that is, the balance of the
loan, or its estimated fair value on the date acquired. Capital improvements made thereafter to fa-
cilitate sale are added to the carrying value, and adjustments are made to reflect declines, if any, in
net realizable values below the recorded amounts. Costs of holding real estate acquired in settlement
of loans are reflected in income currently. Gains and losses realized on sales of such real estate are
reflected in current income based on the property's initial recorded value plus capital improvements.

When sales of real estate are facilitated by financing, the adjusted sales price is determined to be the
sum of the cash proceeds, if any, and the discounted present value of the loan. Gains and losses are
determined with reference to the adjusted sales price, and are recognized currently except in certain
circumstances when the cash paid in is deemed insufficient, in which case, any gains resulting from
the sale are deferred and recognized as the debt principal is recognized.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Premises and equipment
Premises and equipment are stated at cost, less accumulated depreciation. Depreciation is computed
on the straight-line basis or under various accelerated methods over estimated useful lives as follows:

Office building......c.ccceeviiceeiineieniiereneesceeinenne 30-40 years
Furniture, fixtures and equipment..........ccocoovcvviiennne 5-10 years

Costs of major additions are capitalized while repair and maintenance costs are charged to operations
as incurred.

Recognition of FHLBE stock dividends
In accordance with current industry practice, stock dividends from the FHLB are recorded as income
when declared based upon a par value of $100 per share for the number of shares issued.

Income taxes
Income taxes are provided for the tax effects of transactions reported in the financial statements and
consist of taxes currently due plus deferred taxes which are determined under the liability method.

Deferred taxes are related primarily to the differences between the financial and income tax bases
of certain assets and liabilities including accumulated depreciation on premises and equipment, de-
ferred loan fees and costs, interest discount and accruals, aliowances for losses on loans, Federal
Home Loan Bank stock, ESOP and RRP benefits, and deferred gain on property sales. Deferred tax
assets and liabilities represent the future tax return consequences of those differences which will ei-
ther be taxable or deductible when the assets and liabilities are recovered or settled.

Cash flows

Cash consists of cash and interest-earning deposits due from other financial institutions. For pur-
poses of the statement of cash flows, the Bancorp considers highly liquid deposits including certifi-
cates of deposits with maturities of three months or less when purchased to be "cash.” All other de-
posits, debt securities and investments regardless of maturities are classified as time deposits or in-
vestment securities.

Off-balance-sheet financial instruments

In the ordinary course of business, the Bancorp enters into transactions that produce off-balance-
sheet financial instruments consisting of letters of credit and cther commitments to extend credit.
Such financial instruments are recorded in the financial statements when they are funded.

Loan servicing
None of the Bancorp’s loan servicing rights was obtained after December 15, 1995. Consequently,
the cost of loan servicing rights has not been capitalized.

Advertising

The Bancorp expenses advertising costs as they are incurred. Advertising expense is reflected in the
accompanying statements of income and comprehensive income.
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LOANS RECEIVABLE

Loans receivable as of December 31, 2001 and 2000 consisted of the following:

2001 2000

First mortgage loans
Single-family residential...........cc.oovieiiiiiiniiii e, $ 13,827,479 $ 13,963,818
CONSITUCTION ....eiiiiiieiiecree et s e e a s e 1,445,000 1,473,000
Commercial real estate..........ccoovvvriieiiiiieiei e 1,774,176 1,380,730
Land oo 234,558 345,431
’ 17,281,213 17,162,979
Less: undisbursed loans in process ..........ccocvvveevvvivieveeneenreinnns 1,069,462 671,182
deferred 1oan fees.......cccoovvviiiiiii e, 19,941 12,109
allowance for 1oSSES ......oovviivvviiviiiie e 294,538 293,701
Net first mortgage loans.........ccocuevvvreeiiiiiienecies e 15,897,272 - 16,185,987
Home equity and improvement 10ans ...........ccooceevcverenrerenncnnnn, 752,344 979,978
Share 10ANS ......occcveiieiieeii e © 486,492 547,257
Other consumer and single-pay 10ans .........occoccvvevveienerereneennens 3,974,685 3,348,552
Less: unearned diSCOUNt.........cccocevieiiiiiiiiiieeiiieeee e : 220,122 289,536
Net other cOnSUMEr 10anS........cc.oovvieiriicriiiie e 3,754,563 3,059,016
Total coNSUMET LOANS ....cccvvviiieiiiieie e 4,993,399 4,586,251
Less: allowance for IoSSES......ciivvviiviiiiiieeeiiiccee e 91,779 102,179
Net CONSUMET 10AIS...vvvieiiiiiei i ee e 4,901,620 4,484,072
Net 10ans receivable . ...oooviiiiiiieiiceeeeeeeeeeeeeeeeeeeee e $_20,798.892 $_20,670,059

At December 31, 2001 and 2000, unpaid balances of impaired loans upon which the accrual of inter-
est had been suspended, all of which had allowances determined in accordance with SFAS No. 114
and No. 118, amounted to $225,223 and $393,037, respectively. At December 31, 2001 and 2000,
$15,513 and $37,979 of the allowance for loan losses related to impaired loans, respectively. Interest
income on impaired loans of $27,835 and $16,180 was recognized for cash payments received in
2001 and 2000, respectively. The average recorded investment in impaired loans for those periods
was $484,764 and $200,164, respectively.

The Association is not committed to lend additional funds to debtors whose loans have been classi-
fied as nonperforming.

At December 31, 2001 and 2000, the directors and officers (related parties) owed the Association
$1,052,760 and $1,079,766, respectively.

During the years ended December 31, 2001and 2000, new loans to such related parties amounted to
$125,000 and $672,055, respectively. Principal repayments by such related parties amounted to
$152,006 and $113,065 for the years ended December 31, 2001 and 2000, respectively. Such loans
were made in the ordinary course of business on substantially the same terms, including interest rates
and collateral, as those prevailing at the time in comparable transactions with others. These loans
do not involve more than a normal risk of collectibility or carry other terms unfavorable to the Asso-
ciation.
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ALLOWANCE FOR LOSSES

A summary of the changes in the allowance for loan losses for the years ended December 31, 2001
and 2000, is as follows:

2001 2000
Balance — beginning of Year.........ccoovvvereveninnenceneninncsineneesiennnan $ 395,880  § 406,329
Provision for 10an 10SSES.......c....covvvviiivviivriiiieeeeceee e, 6,800 4,067
Charge-0f1S......cceeirieieeii et s (17,563) (14,949)
RECOVETIES veinviierrieeiieeeiteceveeeriveesveestsesesteernestbasseensneesasesssesnssens 1,200 433

$ 386317 § 395,880

There were no other real estate holdings or related allowance for real estate losses at December 31,
2001 and 2000.

PREMISES AND EQUIPMENT

Premises and equipment as of December 31, 2001 and 2000 are summarized by major classifications
as follows:

2001 2001
Lang ..ocooeiiece e et $ 22416 $ 22,416
Office BUIIAING ....ooveeveiiiiiereeeec et 266,688 266,688
Furniture, fixtures and equipment.........ccocovveveirineerinrenereeninesienens 180,756 144,490
469,860 433,594
Less: accumulated depreciation ........ccvevververveereeererrveniveessennnns 324,492 300,396
$ 145368 §$ 133,198
Depreciation expense for the Year........c.occvvveevivcenivncnnenineennne $ 24,085 § 22334
INVESTMENT SECURITIES

The amortized cost and estimated market value of investments in securities are as follows as of De-
cember 31, 2001 and 2000:

Gross Gross Estimated
Amortized Unrealized Unrealized Market
Cost Gains Losses Value
Securities Available-for-Sale:
December 31, 2001
Debt securities:
U. S. Government agency $ 192226 $ 101 $ - $ 192,327
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INVESTMENT SECURITIES (Continued)

Gross Gross Estimated
Amortized Unrealized Unrealized Market
Cost Gains Losses Value
Mortgage-backed securities :
FNMA ..o, § 4,407,155 § 51,420  § 5,019 § 4,453,556
GNMA ... 1,092,730 19,761 - 1,112,491
FHLMC.......covveveer, 1,023,974 7,939 4,271 1,027,642
6,523,859 79,120 9,290 6,593,689
$_ 6,716,085 § 79,221 $ 9,290 §__6,786,016
December 31, 2000
Debt securities:
Mortgage-backed securities
FNMA ..., $ 4144980 § 52,619 % 22876 § 4,174,723
GNMA ..o, 1,202,009 7,552 3,297 1,206,264
FHLMC.........ccooevveee, 858.174 5.370 10,417 853,127
$__6,205163 § 65,541 $ 36,590 $__6,234.114
Securities Held-to-Maturity:
December 31, 2001
Debt securities:
U. S. Government agency $ 200,000 $ 1,125  § - S 201,125
Mortgage-backed securities
FNMA ..., $ 1,135333 S 29,252 § 4,728 8§ 1,159,857
GNMA ..., 51,670 1,261 - 52,931
FHLMC.........cocovvenr. 296,659 4,925 911 300,673
1,483,662 35.438 5,639 1,513,461
§__1.683662 § 36,563 § 5639 $_1.714,586
December 31, 2000
Debt securities:
Mortgage-backed securities
$ 1442214 § 17,356  § 13,248 § 1,446,322
73,786 7 139 73,654
552,115 2,331 5,746 548,700
S 19,694 § 19,133  $__2,068,676

§_ 2,068,115
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INVESTMENT SECURITIES (Continued)

The following is a summary of maturities of securities held-to-maturity and available-for-sale as of
December 31, 2001 and 2000:

Weighted
Average Amortized Fair
Yield Cost Value
December 31, 2001
Available-for-Sale
Due 1n 0ne year or 1SS .....cccvevvieeieeniiieniieieeennens 432% $ 17,995 $ 17,995

Due from one to five years..........cccevveeveveerveennnen. - - -
Due from five to ten years.......c..ccooeveveeeirecvenienn, - - -
Due after ten Years .......cocvveerieerernieneenennenenenes 6.04% 6,698.090 6,768,021

6.04% $__6,716,085 $__6,786,016

Held-to-Maturity

Due 1n 0Ne year Or 1SS ......cccvevvvrierrireieereerereennns 6.13% § 2,004 $ 2,005

Due from one to five years......c..oecvveervreenrnnns 7.33% 454,268 479,572

Due from five to ten years.......c..coccevvevrireenceennnnns 5.71% 403,002 408,587

Due after ten years .......ccccoevvevivieivirienniee e 5.62% 824,388 824,422
6.40% $__1,683.662 $§__ 1,714,586

December 31, 2000

Available-for-Sale

Due in one year or 1€8S.......occevveevvieiiieierierieienas 7.10% $ 15,777  $ 15,778

Due from one to five years.........cccccceeceninniennne - - -
Due from five to ten years......c.ccocereeerencncnenne. - - -
Due after ten years ........cceevveeeveenvricicreenee e 7.60% 6,189,386 6,218.336

7.60% $__6,205,163 $__6,234,114

Held-to-Maturity

Due in one year or 1€8S.....c.ooeeveeeveevneenienaeseenne. 7.00% $ 1,142 $ 1,141
Due from one to five years.....c..ccocceevereeriericninnne 6.60% 320,213 323,628
Due from five to ten years........coevvvveervieereireenennen 6.20% 989,526 997,389
Due after ten Years .......ccceeveeviieeviinierierenieeenans 6.60% 757,234 746,518

6.40% $__2,068115 $__2,068,676

The amortized cost and fair value of mortgage-backed securities are presented by contractual matur-
ity in the preceding table. Expected maturities will differ from contractual maturities because bor-
rowers may have the right to call or prepay obligations without call or prepayment penalties.

Mortgage-backed securities with a carrying amount of $3,686,414 and $4,122,164 were pledged to

secure deposits as required or permitted by law at December 31, 2001 and 2000, respectively. See
Note G also.
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F: DEPOSITS

An analysis of customers deposit accounts by interest rates as of December 31, 2001 and 2000 fol-

lows:
---------- 2001 ------- -mme==--2000--------
Balances by interest rate Amount Percent Amount Percent
Passbook and full-paid
accounts 2.5% t0 3.0%....$__ 3,937,652 15.26% §$_ 3.134.073 12.76%
. Certificate accounts
1.2t02.0%..cccovvviiinnnnnnnn 610,338 2.37% -
211t03.0% .o, 2,564,886 9.94% - -.-
31t04.0% v, 3,916,519 15.18% - -.-
4.1t05.0% cceeiviniiiinninns 4,059,263 15.73% 5,907,218 24.05%
51t106.0% .cccccinvvvnnnnnnn. 4,572,228 17.72% 5,793,085 23.57%
6.1t07.0% .coeovvvvernnnnnns 1,242,324 4.82% 5,595,382 22.77%
16,965,558 65.76% 17,295,685 70.39%
NOW and money-market
accounts
non-interest bearing........ 835,730 3.24% 690,055 2.81%
2.0t03.0% .cccccevnviriinns 4,020,217 15.58% 3,369,871 13.72%
4,855,947 18.82% 4,059,926 16.53%
25,759,157 99.84% 24,489,684 99.68%
Accrued interest payable.. 41,221 0.16% 77.617 0.32%
$_25,800,378 ___100.00% $_24,567,301 —100.00%

The aggregate amount of jumbo certificates of deposit with a minimum denomination of $100,000
was $3,857,329 and $3,883,661 at December 31, 2001 and 2000, respectively. Deposit amounts in
excess of $100,000 are not federally insured.

Maturities of certificates of deposit accounts are as follows at December 31, 2001:

One year Or IESS.....cccviiiiiiieiriiii e ee e $ 12,766,381
OVETr ONE 10 tWO YEAIS ...veevvervieriereerreneairerreeaesneeicennesnnens 2,319,280
Over two to three years ..., 949,342
Over three years ........ocoveiveiiiinncenceet e 930,555

$_16,965,558

Interest paid on deposits during 2001 and 2000 was $1,134,810 and $959,141, respectively.

Officers' and directors' savings accounts amounted to $214,258 and $184,324 at December 31, 2001
and 2000, respectively.
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G:

ADVANCES FROM FHLB AND OTHER BORROWED MONEY

Advances from the Federal Home Loan Bank (FHLB) consisted of the following:

Maturity Contract
Date Rate 2001 2000

01-04-2001 ..ooiiiieiieiecceee e 6.63% $ - § 600,000
01-09-2001 ....coiiiniiiiiieeircreneeee 6.61% - 900,000
01-11-2001 .oiiie e 6.61% - 700,000
01-24-2001 ...oviieeieeieecee e 6.42% - 1,000,000
01-25-2001 1oiiiieeiiecece e 6.42% - 200,000
10-01-2001 ............. ettt 4.60% - 99,000
10-22-2001 ...oiiiieiiereiecceeneee e 4.51% - 99,000
01-18-2002....coiiiiieiieieeiienee e 1.93% 500,000 -
02-15-2002 ...ciiiiiieiieieceecnreeneeeeee e 4.79% 1,600,000 -
03-21-2002...oiiiieiieieiecieereeeeeeeee 4.73% 500,000 -
04-03-2002....ceiieeiieeiieee e 4.71% 500,000 -
10-18-2002 ...t 2.50% 500,000 -
09-03-2003 ..o 4.77% 99,000 99,000

§__ 3,099,000 §__3,697,000

Pursuant to collateral agreements with the FHLB, advances are secured by a blanket floating lien on
first mortgage loans.

Interest paid on advances from the Federal Home Loan Bank for 2001 and 2000 was $158,260 and
$168,574, respectively.

LOAN SERVICING

Mortgage loans serviced for others are not included in the accompanying statements of financial
condition. The unpaid principal balances of these loans at December 31, 2001 and 2000 are summa-
rized as follows:

2001 2000

Mortgage loans underlying FHLMC
mortgage-backed SECUTILIES.....ovvvviieiveiieririerieese e seeans $ 148,907 § 191,142

Revenue from loan servicing was $725 and $1,045 for the years ended December 31, 2001 and 2000,
respectively.

Custodial escrow balances maintained in connection with the foregoing loan servicing were $770
and $652 at December 31, 2001 and 2000, respectively.
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ACCRUED INTEREST RECEIVABLE

Accrued interest receivable at December 31, 2001 and 2000 is summarized as follows:

Time deposits and other

INVESTITIENE SECUTTEIES .. eeeeeree et eeeeeeeeeeerereeeeeesernereeeeesseraeneeenens
Mortgage-backed SECUTIHIES .......cocoverrieriiiicieieie e
L0ans reCEIVADLE .....ooviiie i

INCOME TAXES

2001 2000
9,542  § 11,274
49,652 57,173
114,779 81,736
173973  § 150,183

Income tax expense for the years ended December 31, 2001 and 2000 is summarized as follows:

CUITENL .ottt ettt ae e sttt s e eeasaeeeenaeseeesesrnbens
DEfEITea oo e

$

2001 2000
147,759 % 155,893

(6,060) (8.677)
141,699 § 147,216

The components of the net deferred income tax asset (liability), included in other assets (liabilities

and deferrals) are as follows:

2001
Deferred tax assets:
Deferred loan fees........... $ 6,780
Employee benefit plans... 4,969
Allowance for loan losses $ 117,328
Less valuation allowance 58,664 58,664

Deferred tax liabilities:
Net unrealized gain on
securities available for

Depreciation....................

FHIB stock.....coccvvvvinnnnn.

Net deferred tax asset
(Liability)......overerrreereennee.

7.427

77,840

(23,777)
(20,374)
(40,515)
(84,666-)

$ (6,826)
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-2000 -
$ 4,117
3,844
115,736
57.868 57,868

5781

71,610

(9,843)
(15,519)
(36,469)

(8,731)
(70,562)

$ 1,048



INCOME TAXES (Continued)

Provision for federal income taxes differs from that computed at the statutory 34% corporate tax
rate, as follows:

---------- 2001-------- 2000
Effective Effective
Amount Rate Amount Rate

Tax at statutory rate.......... \) 143,278 34% $ 150,971 34%
Increase (decrease) in taxes:
Permanent differences and

Other covvvvvceeeeec, (1,579) - (3.755) ()%

$ 141,699 34% $ 147,216 33%

The Bancorp paid income taxes of $253,028 and $53,508 during the years ended December 31, 2001
and 2000, respectively. Additionally, the Bancorp received a refund of $48,000 during the year
ended December 31, 2000.

In prior years, the Association was allowed a special bad debt deduction under various income tax
provisions. If the amounts that qualified as deductions for federal income tax purposes are later used
for purposes other than bad debt losses, they become subject to federal income tax at the then current
corporate rate. Retained earnings at December 31, 2001 and 2000 include $110,577 for which federal
income tax has not been provided. The unrecorded deferred liability on these amounts was approxi-
mately $37,600. Additionally, with the repeal in 1996 of the thrift bad debt reserve method that al-
lowed for bad debt deductions based upon a percentage of taxable income, the Association has re-
captured over a six year period the $85,465 portion of its bad debt reserves that exceeded allowable
reserves under the experience method.

COMMITMENTS

The Bancorp is a party to financial instruments with off-balance-sheet risk in the normal course of
business to meet the financing needs of its customers. These financial instruments consist primarily
of commitments to extend credit. These instruments involve, to varying degrees, elements of credit
risk in excess of the amount recognized in the balance sheet. The contract or notional amounts of
those instruments reflect the extent of the involvement the Bancorp has in particular classes of finan-
cial instruments. Commitments to extend credit are agreements to lend to a customer as long as there
1s no violation of any condition established in the contract. The Bancorp evaluates each customer's
credit worthiness on a case-by-case basis. The Bancorp's exposure to credit loss in the event of non-
performance by the other party to the financial instruments is represented by the contractual notional
amount of those instruments.

As of December 31, 2001 and 2000, the Bancorp was committed to grant adjustable-rate mortgage
loans with contract notional amounts of $282,400 and $125,485, respectively, and fixed-rate mort-
gage loan(s) with a contract notional amount(s) of $75,500 and $47,000, respectively. Additionally,
the Bancorp held a $50,000 open letter of credit at December 31, 2001 and 2000, and had issued
lines of credit with contract notional amounts of the unused portion totaling $243,593 and $159,638
as of December 31, 2001 and 2000, respectively.
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PROFIT-SHARING PLAN

The Association provides a non-contributory defined contribution retirement plan for all eligible em-
ployees. Contributions to the plan are based upon employee compensation at rates not to exceed
15% as determined annually by the Board of Directors. Contributions to the plan were $28,702 and
$24,825 for 2001 and 2000, respectively.

EMPLOYEE STOCK OWNERSHIP PLAN (ESOP)

The IBL Bancorp, Inc. Employee Stock Ownership Plan enables eligible employees of the Bancorp
and the Association to share in the growth of the Bancorp through the acquisition of stock. Employ-
ees are generally eligible to participate in the ESOP after completion of one year of service and at-
taining age 21.

The ESOP acquired 16,869 shares of Bancorp stock at $10 a share in the Bancorp’s initial public of-
fering. The acquisition was funded by a loan from the Bancorp that bears interest at 8.5% and is be-
ing repaid principally from employer contributions to the ESOP over a period of ten years. The loan
agreement requires quarterly interest and principal payments of $6,303. The loan is secured by the
pledge of the common stock purchased. Contributions to the ESOP must be sufficient for debt serv-
ice, but the company may, in any plan year, make additional discretionary contributions for the bene-
fit of plan participants in the form of cash or shares of common stock.

In the event of plan or participant termination, or upon the participant’s death, disability or retire-
ment, the Bancorp may be required to purchase, subject to certain limitations, the shares from the
participants at the then fair market value.

Shares purchased by the ESOP with the proceeds of the loan are held in a suspense account and re-
leased to participants on a pro-rata basis as debt service payments are made. As the Bancorp and the
Association make contributions to the ESOP sufficient to meet the principal and interest require-
ments on the loan, shares are released from collateral.

The Bancorp accounts for its ESOP in accordance with Statement of Position 93-6. Accordingly,
the debt of the ESOP is not recorded as a note receivable by the Bancorp, but the shares pledged as
collateral are reported as unearned ESOP shares on the statement of financial condition. As shares
are released from collateral, the Bancorp reports compensation expense equal to the fair market value
of the shares. ESOP compensation expense was $19,920 and $17,660 for the years ended December
31, 2001 and 2000, respectively. Any excess or deficit of fair value over the cost of the ESOP shares
released is recorded in the equity section of the statement of financial condition as additional paid-in-
capital. The cost of all unallocated shares held by the ESOP is reflected on the statement of financial
condition as a contra equity account.
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EMPLOYEE STOCK OWNERSHIP PLAN (ESOP) (Continued)

The ESOP shares as of December 31, 2001 were as follows:

Allocated ShAreS .....oovvveeeieiee e s 5,482
Shares committed to be released............oovveeevvnveeeeeiinnnes -
Unreleased Shares.....cooccvvvviviieiiiiieiiiinieieceesriierenee e 11,387
Total ESOP Shares ........cccooevvveeiiiiiececeieeeeeeee e 16,869
Fair value of unreleased Shares ..........ccccoevvvvvevvvveveirenanns $ 142,338

RECOGNITION AND RETENTION PLAN

On December 10, 1999, the Bancorp established a Recognition and Retention Plan (RRP) as an in-
centive to retain personnel of experience and ability in key positions. The shareholders approved
a total of 8,434 shares of stock to be acquired for the Plan, of which 7,169 shares have been allocated
for distribution to key employees and directors. As shares are acquired for the plan, the purchase
price of these shares is recorded as uneamed compensation, a contra equity account. As the shares
are distributed, compensation expense is recognized and the contra equity account is reduced.

The allocated shares are eamed by participants as plan share awards ratably over a specified period.
If an employee or non-employee director plan participant is terminated prior to the end of the vesting
period for any reason other than death, disability, retirement or a change in control, the recipient shail
forfeit the right to any shares subject to the award which have not been earned. The compensation
cost associated with the plan is based on the market price of the stock as of the date on which the
plan shares are eamed. Compensation expense pertaining to the Recognition and Retention Plan was
$25,682 for each of the years ended December 31, 2001 and 2000.

A summary of the changes in restricted stock follows:

Unawarded Awarded
Shares Shares

Balance, January 1, 1999 ... - -
Purchased by Plan.........ccocoviiiiiii e 6,500 -
Granted.........oovviiioiiiiiiie e (7,169) 7,169
Earned and 1SSUEd .......ccoovvviiiieiiiiice e - (2,390)
Balance, December 31, 1999 .......cocoiveveeeeeeereeeeeeeeeee s (669) 4,779
Purchased by Plan ... 1,934 -
Earned and 1SSUSA .....ooooiiviiiiiiiiiice et - (2,389)
Balance, December 31, 2000 .....oocoviiiiiieiieeeciieee e : 1,265 2,390
Earned and iSSUEd .......c.oeeevveeieeieiiceeseeeecee et - (2,390)
Balance, December 31, 2000 and 2001 .......cccccovvvvieniiccircennnn, 1,265 -
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STOCK OPTION PLAN

On November 19, 1999, the Bancorp adopted a stock option plan for the benefit of directors, officers,
and other key employees. An amount equal to 10% of the total number of common shares issued
in the initial public offering or 21,087 shares are reserved for issuance under the stock option plan.
The option exercise price cannot be less than the fair value of the underlying common stock as of
the date of the option grant and the maximum option term cannot exceed ten years.

The Stock Option Plan also permits the granting of Stock Appreciation Rights (SARs). SARs entitle
the holder to receive, in the form of cash or stock, the increase in fair value of Bancorp stock from

the date of the grant to the date of exercise. No SARs have been issued under the plan.

The following table summarizes the activity related to stock options:

Exercise Available Options
- Price for Grant Qutstanding
At INCEPHON. cevveiiirieieeievreerreete e cveerea 21,087 -
Granted........cccocvviiiviiiceice $ 10.50 (17,925) 17,925
Cancelled.........coeivvneeiciiicecc e, - - -
Exercised.......ccoovviiieeriieeiieeiie e - - -
At December 31, 1999, 2000 and 2001 ......... 3,162 17,925

NONCASH INVESTING AND FINANCING ACTIVITIES

During 2001, the Bancorp had noncash investing activities totaling $140,575 for the acquisition of
real estate by foreclosure. There were no noncash financing activities for the years ended December
31, 2001 and 2000, nor were there any noncash investing activities during 2000.

REGULATORY MATTERS

The Association is subject to various regulatory capital requirements administered by its primary
federal regulator, the Office of Thrift Supervision (OTS). Failure to meet the minimum regulatory
capital requirements can initiate certain mandatory, and possible additional discretionary actions by
regulators that, if undertaken, could have a direct material affect on the Association and its financial
statements. Under the regulatory capital adequacy guidelines and the regulatory framework for
prompt corrective action, the Association must meet specific capital guidelines involving quantita-
tive measures of the Association's assets, liabilities, and certain off-balance sheet items as calculated
under regulatory accounting practices. The Association's capital amounts and classification under
the prompt corrective action guidelines are also subject to qualitative judgements by the regulators
about components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Association

to maintain minimum amounts and ratios of: total risk-based capital and Tier I capital to risk-
weighted assets (as defined in the regulations), Tier I capital to adjusted total assets (as defined), and
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REGULATORY MATTERS (Continued)

tangible capital to adjusted total assets (as defined). As discussed in greater detail below, as of De-
cember 31, 2001 and 2000, the Association meets the capital adequacy requirements to which it is
subject.

As of December 31, 2001 and 2000, based upon the most recent regulatory filings with OTS, the As-
sociation was categorized as well capitalized under the regulatory framework for prompt corrective
action. To remain categorized as well capitalized, the Association will have to maintain minimum
total risk-based, Tier I risk-based, and Tier I leverage ratios as disclosed in the following table.

The actual and required capital amounts and ratios applicable to the Association are presented in the
table below (dollars in thousands).

Minimum Required
To Be Well
Minimum Required Capitalized Under
For Capital Prompt Corrective
Actual Adequacy Purpose Action Provisions
Amount Ratio Amount Ratio Amount
Ratio
As of December 31, 2001:
Total risk-based capital (To
risk-weighted assets) .............. § 3,448 21.34% § 1,293 80% § 1,616 10.0%
Tier I capital (To
risk-weighted assets) .............. 3,246 20.09% 646 4.0% 970 6.0%
Tier I capital (To
adjusted total assets)............... 3,246 9.98% 1,300 4.0% 1,626 5.0%
As of December 31, 2000:
Total risk-based capital (To
risk-weighted assets) .............. $ 3,363 21.18% § 1,270 80% § 1,588 10.0%
Tier I capital (To
risk-weighted assets) ............. 3,164 19.92% 635 4.0% 953 6.0%
Tier I capital (To
adjusted total assets)............... 3,164 10.00% 1,266 4.0% 1,582 5.0%

In accordance with OTS Regulations, the Association established, upon conversicn, on September
30, 1998, a “liquidation account” totaling $1,671,681, the amount of its retained earnings at March
31, 1998, the latest date shown in the prospectus issued in conjunction with the plan of conversion.
The liquidation account is maintained for the benefit of eligible holders who continue to maintain
their accounts at the Association after the conversion. The liquidation account is reduced annually
to the extent that the eligible account holders have reduced their qualifying deposits. Subsequent
increases will not restore an eligible account holder's interest in the liquidation account. In the event
of a complete liquidation of the Association, and only in such event, each account holder will be en-
titled to receive a distribution from the liquidation account in an amount proportionate to the ad-
justed qualifying account balances then held. The Association may not pay dividends or repurchase
its common stock if such dividends or repurchases would reduce its equity below applicable regula-
tory capital requirements or the required liquidation account amount.
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RELATED PARTY TRANSACTIONS

A Bancorp director is a partner in a local law firm that provides legal services to the Bancorp. Fees
paid to the law firm amounted to $5,200 and $4,400 for the years ended December 31, 2001 and
2000, respectively.

ESTIMATED FAIR VALUE OF FINANCIAL INSTRUMENTS

The following disclosure is made in accordance with the requirements of SFAS No. 107, Disclosures
About Fair Value of Financial Instruments. Financial instruments are defined as cash and contrac-
tual rights and obligations that require settlement, directly or indirectly, in cash. In cases where
quoted market prices are not available, fair values have been estimated using the present value of
future cash flows or other valuation techniques. The results of these techniques are highly sensitive
to the assumptions used, such as those concerning appropriate discount rates and estimates of future
cash flows, which require considerable judgement. Accordingly, estimates presented herein are not
necessarily indicative of the amounts the Bancorp could realize in a current settlement of the under-
lying financial instruments. SFAS No. 107 excludes certain financial instruments and all nonfinan-
cial instruments from its disclosure requirements. These disclosures should not be interpreted as rep-
resenting an aggregate measure of the underlying value of the Bancorp.

The Bancorp does not maintain any investment or participation in financial instruments or agree-
ments whose value is linked to, or derived from, changes in the value of some underlying asset or
index. Such instruments or agreements include futures, forward contracts, option contracts, interest-
rate swap agreements, and other financial arrangements with similar characteristics, and are com-
monly referred to as derivatives.

The estimated fair value of the Bancorp's financial instruments (dollars in thousands) was as fol-
lows:

---------- 2001-------- --=----==-2000--------
Carrying - Estimated Carrying Estimated
Amount Fair Value Amount _Fair Value
FINANCIAL ASSETS
Cash and amounts due from
depository institutions........... $ 220 $ 220 $ 167 $ 167
Interest-bearing deposits
with other institutions ........... 2,159 2,159 1,501 1,501
Time deposits.......c.coveverveennnnne 905 905 1,103 1,103
Investment securities.............. 8,470 8,501 8,302 8,303
Loans receivable, net.............. 20,799 21,484 20,670 20,820
Accrued interest receivable.... 174 174 151 151
FHLB stock......cccoovririniennnnne 225 225 208 208
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ESTIMATED FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

---------- 2001 --=----- -eemae-=-2000

Carrying Estimated Carrying Estimated

Amount Fair Value Amount Fair Value
FINANCIAL LIABILITIES
Deposits...c.oevrreieeriiniinieen, $ 25,800 $ 26,049 $ 24,567 $ 24,589
Advances from FHLB............. 3,099 3,106 3,697 3,667
Advances by borrowers for
taxes and insurance................ 17 17 16 16
Other liabilities...........cccevee.. 93 93 81 81

The Bancorp in estimating the fair value of financial instruments used the following significant
methods and assumptions.

Cash and short-term investments

The carrying value of highly liquid instruments, such as cash on hand and amounts due from de-
pository institutions, and interest-earning deposits in other institutions, provides a reasonable esti-
mate of their fair value.

Time deposits

Time deposits bear interest rates that in the aggregate are presently considered fair in current market
conditions. Therefore, the carrying amounts reported in the statement of financial condmon for these
financial instruments approximate fair value.

Investment securities

Fair value estimates for investment securmes are based on quoted market prices, where available.
If quoted market prices are not available, fair values are based on quoted market prices of compara-
ble instruments. The carrying amount of accrued interest on securities approximates its fair value.

Loans receivable, net of allowance

The fair values for loans are estimated through discounted cash flow analysis, using current rates at
which loans with similar terms would be made to borrowers of similar credit quality. Appropriate
adjustments are made to reflect probable credit losses. The carrying amount of accrued interest on
loans approximated its fair value.

Federal Home Loan Bank Stock
The Federal Home Loan Bank’s board sets the value of Federal Home Loan Bank stock at $100 per
share.

Deposits '

The fair value of deposit liabilities with no defined maturity is the amount payable on demand at the
reporting date, i.e., their carrying or book value. These deposits, which include interest and non-
interest bearing checking, passbook and full-paid share savings, and money market accounts, repre-
sented approximately 34% and 29% of total deposits at December 31, 2001 and 2000, respectively.
The fair value of fixed-rate certificates of deposit is estimated using a discounted cash flow calcula-
tion that applies interest rates currently offered on certificates of similar remaining maturities to a
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ESTIMATED FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)
schedule of aggregate expected cash flows on time deposits.
The carrying amount of accrued interest payable on deposits approximates its fair value.

Advances from Federal Home Loan Bank

Fair values of advances from Federal Home Loan Bank are estimated using discounted cash flow
analyses based on the Association’s current incremental borrowing rates for similar types of bor-
rowing arrangements.

Advances by borrowers for taxes and insurance (escrows)
The carrying amount of escrow accounts approximate fair value.

Off-balance-sheet instruments

Off-balance-sheet financial instruments include commitments to extend credit, letters of credit, and
other financial guarantees. The fair value of such instruments is estimated using fees currently
charged for similar arrangements in the marketplace, adjusted for changes in terms and credit risk
as appropriate. The estimated fair value for these instruments was not significant at December 31,
2001 and 2000. The contract or notional amounts of the Association's financial instruments with off-
balance-sheet risk are disclosed in Note K.

CONCENTRATION OF CREDIT RISK

The Bancorp’s loan portfolio consists of the various types of loans described in Note B above. Real
estate or other assets secure most loans. The majority of these loans have been made to individuals
and businesses in Iberville, West Baton Rouge, and Pointe Coupee parishes that are dependent on
the area economy for their livelihood and servicing of their loan obligations.

The Bancorp maintains deposits in other financial institutions that may from time to time exceed the
federally insured deposit limits.

DIVIDEND DECLARED

On December 19, 2001, the board of directors of IBL Bancorp, Inc. declared a $.0575 per share divi-

dend to stockholders of record at January 11, 2002, payable on January 29, 2002. The total dividend
payable of $12,125 is included in other liabilities.
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EARNINGS PER SHARE

The following table provides a reconciliation between basic and diluted earnings per share:

Weighted
Average
Income Shares Per-Share
(Numerator) (Denominator) Amount

For the Year Ended 2001
NEt INCOME .t $ 279,507
Basic earnings per share
Income available to common stockholders.... 279,507 194,922 $ 1.43
Effect of dilutive securities
RRP shares granted........c..cccoervveivivennnnnenn. - 20.179
Diluted earnings per share
Income available to common stockholders
plus assumed CONVErsionS......c...oevvvveerrvenennee $ 279,507 215,101 $ 1.30
For the Year Ended 2000
NEUINCOME ..ooiivviiiieeiieecee e $ 296,817
Basic earnings per share
Income available to common stockholders.... 296,817 191,167 $ 1.55
Effect of dilutive securities
RRP shares granted ........cccccoevveeniriiicennn - _ 4,641
Diluted earnings per share
Income available to common stockholders
plus assumed CONVErsions............cceevvervenenee $ 296,817 195,808 $__ 1.52

Options to purchase 17,925 shares of common stock awarded on November 19, 1999 at $10.50 per
share were included in the computation of the diluted earnings per share for 2001because the op-
tions’ exercise was less than the average market price of the common shares. These options were not
included in the computation of the diluted eamings per share for 2000 because the options’ exercise
was greater than the average market price of the common shares. The options, which expire on No-
vember 17, 2009, were still outstanding at the end of year 2001.
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NEW ACCOUNTING STANDARDS

The provisions of Statement of Financial Accounting Standards No. 142 (SFAS 142), Goodwill and
Other Intangible Assets, shall be applied in fiscal years beginning after December 15, 2001. This
statement addresses financial accounting and reporting for acquired goodwill and other intangible
assets and supersedes APB Opinion No. 17, Intangible Assets. 1t addresses how intangible assets that
are acquired individually or with a group of other assets (but not those acquired in a business combi-
nation) should be accounted for in financial statements upon their acquisition. This Statement also
addresses how goodwill and other intangible assets should be accounted for after they have been ini-
tially recognized in the financial statements. The provisions of this Statement are not expected to
have a material effect on the consolidated financial position or the consolidated results of operations
of the Bancorp.

Statement of Financial Accounting Standards No. 143 (SFAS 143), Accounting for Asset Retirement
Obligations, is effective for financial statements issued for fiscal years beginning after June 30,
2002. This Statement amends FASB Statement No. 19, Financial Accounting and Reporting by Oil
and Gas Producing Companies. It addresses financial accounting and reporting for obligations asso-
ciated with the retirement of tangible long-lived assets and the associated asset retirement costs. It
applies to legal obligations associated with the retirement of long-lived assets that result from the
acquisition, construction, development and (or) the normal operation of long-lived assets. This
Statement will not materially affect the consolidated financial position or the consolidated results
of operations of the Bancorp.

Statement of Financial Accounting Standards No. 144 (SFAS 144), Accounting for the Impairment
or Disposal of Long-Lived Assets, is effective for financial statements issued for fiscal years begin-
ning after December 15, 2001. This Statement supersedes FASB Statement No. 121, Accounting for
the Impairment of Long-Lived Assets to Be Disposed Of, and the accounting and reporting provisions
of APB Opinion No. 30, Reporting the Results of Operations — Reporting the Effects of Disposal of
a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions, for the disposal of a segment of a business, and amends ARB No. 51, Consolidated
Financial Statements, to eliminate the exception to consolidation for a subsidiary for which control
is likely to be temporary. This Statement addresses financial accounting and reporting for the im-
pairment or disposal of long-lived assets. This Statement will not materially affect the consolidated
financial position or the consolidated results of operations of the Bancorp.
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PARENT COMPANY FINANCIAL STATEMENTS

The financial statements for IBL Bancorp, Inc. (parent company), prepared on an unconsolidated ba-

sis are presented below:

BALANCE SHEETS

DECEMBER 31, 2001 AND 2000

ASSETS

TIME AEPOSILS ...vovviiierieiiii ettt e

Investment securities held-to-maturity (estimated

market value $201,125 and $197,500).......ccccovvvirercinieenee,
Accrued interest receivable . ..o

Investment in The Iberville Building and Loan Association

at equity in underlying net assets .....c..ccooveveeiiirevresenieenennins
Total @SSELS....veieieeeiicicnee e

LIABILITIES AND SHAREHOLDERS® EQUITY
LIABILITIES

Due to SUDSIAIATY ..oovvveiiiiiiiiiireceiree e
Other Habilities......c.ooviiieriicieer s

SHAREHOLDERS’ EQUITY

Preferred stock, $.01 par, 2,000,000 shares authorized ............

Common stock, $.01 par, 5,000,000 shares authorized,

210,870 Shares 1SSUE......vvevireeeieeieiee et
Additional paid-in capital .......ccccerieriiiriieire e
Unearned ESOP shares .........cccoovvirinininiicicncre e
Unearned RRP shares ........ccoccvieoiivinieiii e
Retained earnings - substantially restricted..........c.coccevcinninnenne
Accumulated other comprehensive income............coccevvevennenne.

Total shareholders’ equity........ccccocerevmniinieniieireneniniens
Total liabilities and shareholders’ equity ..........c..cv..e...

STATEMENTS OF INCOME AND RETAINED EARNINGS

2001

$ 268,084
407,000

200,000
5,253

3,292,343
$__ 4,172,680

2000

$ 50,524
407,000

200,000
6,609

3,182,909
$__3.847,042

$ 23,828

10.851

34.679

YEARS ENDED DECEMBER 31, 2001 AND 2000

INCOME

Dividends from The Iberville Building and Loan Association.... $ 200,000

Interest income

Mortgage-backed securities .........cccoceevieeiieniince e
DIEPOSIES. ..ottt e bbb
OhEE e

2,109 2,109
1,744,044 1,740,992
(113,865) (130,734)
(13,620) (39,302)
2,459,497 2,220,190
46,154 19,108
4,124,319 3,812,363
$__4,172,680 S__3,847,042
2001 2000

$ -

11,861 12,060
22,335 23,136
11,649 12,743
245,845 47.939




PARENT COMPANY FINANCIAL STATEMENTS (Continued)

2001 2000
EXPENSES
Legal and professional ..........ccccceviieviiiiniiiiinncsnene e 27,235 23,042
Other general and administrative ..........cccooceevveiniieeiieeecine e, 21,396 24,827
: 48.631 47,869

INCOME BEFORE EQUITY IN UNDISTRIBUTED

EARNINGS OF THE IBERVILLE BUILDING AND

LOAN ASSOCIATION ..o 197,214 70
Equity in undistributed earnings of The Iberville

Building and Loan Association...........ccccceceveeiiiiceneinc e 82,388 297.055
INCOME BEFORE INCOME TAXES ..., 279,602 297,125
PROVISION FOR INCOME TAXES ..o, 95 308
NET INCOME .......coooiiiii e 279,507 296,817
Retained earnings — beginning of year..............ccccoovevevive e, 2,220,190 1,958,199
Less dividends declared ..........ccocoovvveniiiiiiniiicnic e (43,755) (34,826)
Add ESOP shares released for allocation ..........c.c.cceveriieiecennnen 3.555 -
Retained earnings — end of Year.........ccocevvvoeriiinnieniieniecnnnan $_ 2459497 $__ 2,220,190

STATEMENT OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2001 AND 2000
2001 2000

CASH FLOWS FROM OPERATING ACTIVITIES
NEE ITICOIIIE .. ettt e eer e e e e e e s e eteeeeenas $ 279,507 $ 296,817
Adjustments to reconcile net income to net cash provided
by operating activities:

Equity in undistributed earnings of The Iberville

Building and Loan AssSoCiation.........ccc.covveeeriviieeiieneneseeneens (82,388) (297,055)

ESOP compensation..........ccoouevueriieeiiiieeniieeieseeieniecreniee e 23,476 17,660

Release 0f RRP SHATES ....ovivviviiviiiiiiiieeee e 25,682 25,682

Decrease in accrued interest receivable ......oovvevviviiiiiiiiiiiineeninn, 1,356 -

Increase in due to SUbSIdIary ........cccvevvevriicrienreccie e 12,313 12,369

Decrease in other 11abilities......oovivvvveiiiiiiiiieiee i, (213) (170)
Net cash provided by operating activities ........c.ccocerercrericncnnns 259,733 55,303
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of security held to maturity.........c.ccoooeveriivcineninncnnn (200,000) -
Redemption of security held to maturity........ccocoevioiniiiiiicins 200,000 -
Net cash used in INVesting aCtiVities ...c..oovvivreiieerierieeenirinieieninens ' - -
CASH FLOWS FROM FINANCING ACTIVITIES
Acquisition Of RRP shares........c.ccoccoovviiiiiiniinicicencee, - (20,791)
Cash dividends ........cocoiiiiiiie e (42,173) (33.244)
Net cash used in financing aCtivities............ocvevverriiveesvrienesenenns (42.173) {54.,035)




PARENT COMPANY FINANCIAL STATEMENTS (Continued)

2001 2000
NET INCREASE IN CASH ....ocvoviriireerier et eveee e 217,560 1,268
Cash — beginning of Year.........cc.cccvviiviiiicie e 50,524 49,256
Cash—end of year.........cocoooioiiiiiie e $ 268,084 § 50,524
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